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1.

My name is Rishi Mirchandani, and I am the Head of Content Licensing and

Strategy for the digital-music business of Amazon.com Services LLC (together with its affiliated
entities, “Amazon”).
2.

I am responsible for developing and executing Amazon’s content acquisition

strategy. This entails securing the necessary sound recording, music publishing, and other
content rights to operate our various digital music services. In addition, I oversee our Strategy
team, which drives various strategic initiatives, and our Royalties and Reporting team, which is
responsible for developing the systems and software to calculate, process and report royalties to
our content partners and third parties. I have been in this position for over eight years.
3.

Prior to joining Amazon, I accumulated more than a decade of experience in the

music industry. Most recently, I was VP, Operations at Turntable.fm, an online social music
service that enabled users to listen to and discuss music in chat rooms, and I was responsible for
all business operations, including content licensing. Before that I worked in finance and
operating roles at a number of record labels. From 2006 to 2011, I was the VP, Marketing &
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Operations of the RCA/Jive Label Group at Sony Music Entertainment, where I was responsible
for the management of the label’s marketing and promotion budget. From 2004 to 2006, I was
the GM/CFO at Ultra Records, an independent record label. From 2003 to 2004, I was the
Director of Strategy and Finance at Giant Step, a record label and music marketing company.
Before joining Giant Step, I worked in private equity for JP Morgan Partners and in investment
banking for Credit Suisse First Boston. I obtained a Bachelors of Arts degree in Economics from
the University of Pennsylvania, and I have an MBA from Harvard Business School.
4.

I have negotiated hundreds of licensing agreements with rightsholders and

understand the layers of complexity and risk, and the many challenges, associated with building
innovative digital music services. I have also been involved in the marketing and promotion of
hundreds of album releases, and I have experienced the impact that new distribution models have
had on the creative process.
5.

I previously submitted written testimony during the direct and rebuttal phases of

this proceeding. 1 I also testified live during the hearing on March 15-16, 2017.
6.

I am submitting this supplemental testimony to provide facts related to two issues:

(1) the practical importance of placing a per-subscriber cap on the amount of a music service’s
Total Cost of Content (“TCC”) that can be used to calculate mechanical royalties for portable
subscription offerings; and (2) the incorrect hypothesis, advanced by Professor Richard Watt, an
expert for the National Music Publishers’ Association (“NMPA”) and the Nashville Songwriters
Association International (“NSAI”) (together, the “Rights Owners”), that record labels would
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See Trial Ex. 1 (Mirchandani WDT); Trial Ex. 111 (Mirchandani WRT).
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respond to an increase in the mechanical rate by decreasing the amounts they demand from
interactive streaming services in sound recording royalties (the “see-saw” theory).
7.

My testimony below is based on my personal knowledge, on information made

available to me in the course of performing my duties at Amazon, on my work experience in the
music industry, and on my review of the document attached as an exhibit to this written
testimony. To the extent that the facts and matters set out below are within my knowledge, they
are true. To the extent I have relied upon the information provided by others, it is true to the best
of my knowledge, information, and belief.
I.

THE PER-SUBSCRIBER CAP ON TCC HAS AN IMPORTANT PRACTICAL
ROLE IN PREVENTING RUNAWAY RATES
8.

The Majority’s initial ruling in Phonorecords III, 84 Fed. Reg. 1918 (Feb. 5,

2019) changed both the rates and rate structure for portable subscription offerings, such as
Amazon Music Unlimited (“Unlimited” or “AMU”). Under the prior rate structure, these rates
were calculated using the “greater of ” either a percentage of the music service’s revenue or a
percentage of the music service’s TCC capped at $0.80 per subscriber. In its initial ruling in
Phonorecords III, the Majority raised the applicable percentages for both the revenue and TCC
prongs, and removed the per-subscriber cap on the TCC prong.
9.

During the 34-month period from January 2018 to October 2020, when these rates

were effective,
. If the Judges were
to adopt similar rate levels and rate structures on remand,
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.
10.

Applying the rate and rate structure set out in the Majority’s initial ruling in

Phonorecords III for the 34-month period from January 2018 to October 2020, Amazon’s
finance team has calculated that Amazon’s mechanical royalties for Unlimited
. This
amount includes royalties Amazon would pay for individual, family, and student plans, but does
not include royalties Amazon would pay for Single Device plans. 2
11.

Amazon’s finance team has calculated that if a per-subscriber cap on TCC applied

of $0.80 for individual accounts, 1.5 times that amount for family plans, and 0.5 times that
amount for student plans, Amazon’s mechanical royalties for this 34-month period would be
.3
12.

Amazon’s experience demonstrates the practical importance of the per-subscriber

cap on TCC in ensuring that services are not subject to runaway rates due to the market power of
record labels. Such runaway rates are inconsistent with the objectives of the Section 115 rate. 4
II.

THE SEE-SAW THEORY IS INCONSISTENT WITH AMAZON’S
EXPERIENCE NEGOTIATING WITH RECORD LABELS
13.

During earlier stages of this proceeding, Professor Watt, an expert for the Rights

Owners, acknowledged that the rates services pay record labels for sound recording rights are
“very high,” but theorized that, if the statutory rate for mechanical royalties were to increase,

2

Exhibit A shows these calculations.
See Exhibit A.
4
See 17 U.S.C. § 801(b)(1); 17 U.S.C. § 115(c)(3)(D) (2017).
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